PRACTI CE GUI DELI NES MEMORANDUM

TO Attorneys Practicing Before Me
and O her Interested Persons
FROM C. Tinothy Corcoran, 11
Uni ted States Bankruptcy Judge
DATE: January 5, 1994 (Revised July 1, 1998)
RE: Gui del i nes for Conpensation and Expense

Rei nbur senent of Professionals

The followng is a guideline governing the nost
significant issues related to applications for conpensation
and expense rei nbursenent. The guideline covers the narrative
portion of an application, tinme records, and expenses. It
applies to all professionals (with the exception of applications
of Chapter 7 and Chapter 13 trustees for trustee conpensation),
but it is not intended to cover every situation.

A

Applications Generally

F.R B.P. 2016 sets forth what nust be in a fee
application. In addition to ensuring that the requirenents of
that rule are nmet, the application nust be sworn or nade under
penalty of perjury. The application contains the evidentiary
facts upon which | rely, and those facts nust be made of record
in adm ssible form

| have previously published ny requirenments concerning
the formof a fee application in In re Braniff, Inc., 117 B.R
702, 705-06 (Bankr. MD. Fla. 1990). Counsel and interested
persons shoul d prepare their applications in the form described
there. Nevertheless, | expect applications to deviate fromthat
formwhen it is reasonable for such deviations to occur such as,
for exanple, in a small case or when the anmount of the
conpensati on sought is small




In addition, | have published ny views on the subject
of what services are to be perfornmed by a Chapter 7 trustee and
what services are conpensabl e on application by a professional
enpl oyed by a Chapter 7 trustee. In re Holub, 129 B.R 293
(Bankr. M D. Fla. 1991). These professionals should prepare
their fee applications with those additional principles in mnd.

B

Organi ze the Application with
the Most Inportant Information First

Renmenber that the purpose of a fee applicationis to
provide information that allows nme to grant the application in
the anbunts requested and that permts parties in interest to
determine if they wish to object. Put the key information up
front where creditors and | can see it rather than bury it in the
body of the application where we have to hunt for it.

First, tell us how much you are seeking in total on a
hours, rate, and dollar basis, reflect retainers received, prior
interimpaynments, or other credits, and show the net anmount due
assum ng your application is granted. You can nicely sumrarize
this information at the top of the application. See Billing
Summary, paragraph 4 under C. The Narrative, bel ow

Second, in sumary fashion, tell us what you did to
earn the anounts requested. This is where you get to "toot your
own horn." Tell us what benefits you achieved for the estate.
Tell us how efficient you were. 1In a small case involving a
smal | fee request, counsel mght wite:

On behalf of the trustee, | objected to the
debtors' cl ai mof personal property

exenpti ons based upon val ues greater than
schedul ed and negoti ated a buy back
agreenent resulting in the recovery of
$2,500. | also prosecuted a fraudul ent
conveyance adversary proceedi ng agai nst the
debtors' son as to a 1996 Ford Bronco given
by the debtors to the son one nonth before
the filing. | negotiated a conprom se of
this proceeding that brought an additi onal
$8,500 into the estate.

A summary such as this explains to nme what you did and
hel ps to justify the anmobunts requested. Only after you have
provided this information first, should you set forth the other
facts that are required.



In preparing the rest of the application, please follow
the foll owm ng general guidelines:

C.

The Narrative

1. Enpl oynent and Prior Conpensation. The
application should disclose the date of the order approving the
applicant's enploynent and contain a clear statenent item zing
the date of each prior request for conpensation, the anmount
request ed, the anount approved, and the anount paid.

2. Case Status. Wth respect to interimrequests,
the application should briefly explain the history and the
present posture of the case.

In Chapter 11 cases, the information furnished
shoul d descri be the general operations of the debtor; whether the
busi ness of the debtor, if any, is being operated at a profit or
| oss; the debtor's cash flow, whether a plan has been filed and,
if not, what the prospects are for reorgani zation and when it is
anticipated that a plan wll be filed and a hearing set on the
di scl osure statenent.

In Chapter 7 cases, the application should contain
a report of the admnistration of the case including the
di sposition of property of the estate; what property renains to
be di sposed of; why the estate is not in a position to be closed;
and whether it is feasible to pay an interimdividend to
creditors.

In both Chapter 7 and Chapter 11 cases, the
application should state the anmount of noney on hand in the
estate and the estimted anmount of other accrued expenses of
adm nistration. On applications for interimfees, the applicant
shoul d be prepared to supplenent the application at the hearing
to informthe court of any changes in the current financi al
status of the debtor's estate since the filing of the
appl i cation.

Wth respect to final requests, applications
shoul d neet the sane criteria except, where a Chapter 7 trustee's
final accounting is being heard at the sane tinme, the financial
information in the final accounting need not be repeated.

When nore than one application is filed at the
sanme time or noticed for the same hearing, they may, to the
extent appropriate, incorporate by reference the narrative
hi story furnished in a contenporaneous application.



Fee applications submtted by special counsel
seeki ng conpensation froma fund generated directly by their
efforts, auctioneers, real estate brokers, or appraisers do not
have to provide the case status information described here. Such
applications need to include, however, a short narrative
description of the work perfornmed, the anount realized for the
estate, the anount of conpensation sought, and the manner in
whi ch the requested fee was conput ed.

3. Project billing. The narrative should categorize
by subject matter and separately di scuss each professional
project or task. Al work for which conpensation is requested
should be in a category. M scellaneous itens nmay be included in
a category such as "Case Adm nistration.” The professional may
use reasonabl e discretion in defining projects for this purpose,
provi ded that the application provides neani ngful guidance to the
court as to the conplexity and difficulty of the task, the
professional's efficiency, and the results achieved. Wth
respect to each project or task, the nunmber of hours spent and
t he anbunt of conpensation and expenses requested should be set
forth at the concl usion of the discussion of that project or
t ask.

4. Billing Summary. Hours, hourly rates, and total
conpensati on requested in each application should be aggregated
and item zed as to each professional and paraprof essional who

provi ded conpensable services. It is suggested that this
informati on be prom nently displayed early in the application in
an appropriate manner, such as in a box. Wen project billing is

i nvol ved, this information should be presented in the aggregate
and al so for each project.

5. Multiple Professionals. Wlere a case, or a
project within a case, has involved the use of two professionals,
or the use of a professional and a paraprofessional, the
narrative should describe, generally, why such usage was
necessary, and why nore than one professional was involved with
particul ar court hearings, depositions, neetings, etc. |If the
application does not justify the usage of nmultiple professionals
for such matters, disallowance of all or a portion of the fee
requested for such nultiple tinme may result.

6. Par apr of essi onals. Fees may be sought for
par al egal s, professional assistants, and law clerks only if
identified as such and if the follow ng requirenents are net:

(a) The services for which conpensation is sought
woul d have had to be done by the professional if not done by the



par apr of essi onal, and woul d have been conpensabl e under these
gui del i nes.

(b) The person who perfornmed the services is
specially trained or is a | aw school student, and is not
primarily a secretary or clerical worker; and

(c) The applications include a resune of the
par apr of essi onal .

7. Preparation of the Application. Tinme spent in
preparing a fee application is conpensabl e, but the aggregate
nunber of hours and anmount requested for doing so nust be
di sclosed (in addition to the professional's item zed tine
entries). |If these charges exceed five percent of the fees
requested, this fact and the applicabl e percentage nust al so be
specifically disclosed and an expl anati on provi ded.

D

Ti me Records

1. Tine Records Required. Al professionals, except
auctioneers, real estate brokers, and appraisers, nust keep
accurate contenporaneous tinme records.

_ 2. Increnents. Professionals are required to keep
time records in mninmumincrenments no greater than six mnutes.
Prof essionals who utilize a mnimumbilling increnment greater

than .1 hour are subject to a substantial reduction of their
requests.

3. Descriptions. At a mininmum the tine entries
shoul d identify the person performng the services, the date
performed, what was done, the subject involved. Mere notations
of tel ephone calls, conferences, research, drafting, etc.,

w thout identifying the matter involved, may result in
di sal | owance of the time covered by the entries.

4. Cunping. If a nunber of separate tasks are
performed on a single day, the fee application should disclose
the time spent for each such task (i.e., no "grouping" or

"cl unping").

5. Unit billing. There shall be no "unit billing"
or mnimumtinme entries. Only the actual anount of tine spent

in performng the service described shall be reported. "Phoney"
or "padded" tine entries are unacceptable and, if discovered,
wWill result in a substantial penalty or sanction in the form

of disallowance of all or a portion of the fees requested.



6. Conferences. Failure to justify apparently
excessive tinme spent in conferences with other professionals
or paraprofessionals in the sane firmmay result in disallowance
of all fees related to such conferences.

7. Airplane Travel Tine. Airplane travel tinme is
not conpensabl e, but work actually done during a flight is
conpensabl e.

8. Adm ni strative Tasks. Tinme spent in addressing,
stanpi ng and stuffing envel opes, filing, photocopying, or
"supervising” any of the foregoing is not conpensabl e, whether
performed by a professional, paraprofessional, or secretary.

E

Expenses

1. FirmPractice. The court will consider the
customary practice of the firmin charging or not charging non-
bankruptcy/insol vency clients for particular expense itens.
Wiere any other clients, wth the exception of pro bono clients,
are not billed for a particul ar expense, the estate shoul d not
be billed. Were expenses are billed to all other clients,
rei mbursenent shoul d be sought at the | east expensive rate the
firmor professional charges to any client for conparable

services or expenses. It is recognized that there will be
differences in billing practices anong professionals.
2. Actual Cost. "Actual cost" is defined as the

anount paid to a third party provider of goods or services
wi t hout enhancenent for handling or other adm nistrative charge.

3. Docunentation. Docunentation nmust be retained and
made avail abl e upon request for all expenditures in excess of
$50. 00. \Where possible, receipts should be obtained for al
expendi t ur es.

a. Ofice Overhead. O fice overhead is not

rei mbursable. Overhead is the ordinary operating costs of a
firm such as rent, heat, and the |like, that cannot readily be
attributed to a particular case. Overhead typically includes:
secretarial tine, secretarial overtine, word processing tineg,
charges for after-hour and weekend air conditioning and ot her
utilities, and the cost of nmeals or transportation provided to
prof essionals and staff who work |ate or on weekends.

b. Word Processing. Usually not reinbursable.
See paragraph 3(a) above.




C. Conput eri zed Research. Actual cost.

d. Par apr of essi onal Services. These may be
conpensated as a paraprofessional under Section 330 but not
charged or reinbursed as an expense.

e. Phot ocopies (Internal). Charges nust be
di scl osed on an aggregate and per page basis. |If the per page
cost exceeds 25 cents, the professional nust denonstrate to the
satisfaction of the court, wth data, that the per page cost
represents a good faith estinmate of the actual cost of the
copi es, based upon the purchase or |ease cost of the copy nachine
and supplies therefor, including the space occupi ed by the
machi ne, but not including tine spent in operating the machine.

f. Phot ocopi es (Qutside). Actual cost.

g. Post age. Actual cost.

h. Overnight Delivery. Actual cost where shown
to be necessary.

. Messenger Service. Actual cost where shown
to be necessary. An in-house nessenger service is reinbursable
but the estate cannot be charged nore than the cost of conparable
services available outside the firm

] - Facsimle Transm ssion. Actual cost of
t el ephone charges for transmi ssions are reinbursable. No other
charges are reinbursabl e.

K. Long Di stance Tel ephone. Actual cost.

l. Aut onotive Transportation. Travel of one
hour or less round-trip is not reinbursable. Travel in excess of
one hour round-trip is reinbursable in an anobunt not exceedi ng
t he anount recogni zed by the Internal Revenue Service, which is:

Year M | eage Rate Citation

1998 .325/mle Rev. Proc. 97-58,
1997-52 | .R. B. 24

1997 .315/mle Rev. Proc. 96-63,
1996-53 | . R B. 46

1996 .31/ mle Rev. Proc. 95-54,
1995-1 |.R B. 64



1995 .30/mle Rev. Proc. 94-73,
1994-52 | . R B. 23

1994 .29/ mle Rev. Proc. 93-51,
1993-42 | .R B. 30

1993 .28/ mle Rev. Proc. 92-104,
1992-52 | .R B. 24

1992 .28/ mle Rev. Proc. 91-67,
1991-52 | .R B. 11

m Par ki ng. Actual cost.

n. Air Transportation. Air travel is expected
to be at regular coach fare for all flights under two hours. For
flights of two hours or nore, business class or first class may
be consi dered acceptable where witten justification is submtted
establ i shing a business basis for use of business class or first
cl ass seating and where the nonetary difference between regul ar
coach and such higher fare is reflected in the expense report.
Where business class or first class travel is used and the
appl i cant does not wish to submt justification therefor, the
appl i cant may request reinbursenent of an anmount equal to regular
coach fare for that particular flight.

0. Hotels. Due to the wide variation in hotel
costs in various cities, it is not possible to establish a single
guideline for this type of expense. Al persons wll be required
to exercise discretion and prudence in connection with hotel
expendi t ur es.

p. Meals -- Travel. The cost of lunches while a
party is away fromthe area, or in the area fromanother city, is
not rei nbursable. Reinbursenent may be sought for the reasonable
cost of breakfast and dinner while traveling.

qg. Meals -- Working. Working neals at
restaurants or private clubs are not reinbursable. Reinbursenent
may be sought for working neals only where food is catered to the
professional's office in the course of a neeting with clients,
such as a creditors conmmttee, for the purpose of allow ng the
meeting to continue through a normal neal period.

r. Anenities. Charges for entertainnent,
al cohol i c beverages, "mni-bars," newspapers, laundry and dry
cl eani ng, shoe shines, etc., are not reinbursable.

S. Filing Fees. Actual cost.




Court Reporter Fees. Actual cost.

Wtness Fees. Actual cost.

Process Service. Actual cost.

UCC Searches. Actual cost.




